Department  of  Financial  Services 


Financial  Services  Vision  - To  be  the  best  supporting  Department  to  the  financially  sound  and  water  centric  District 
Municipality  that  provides  the  best  value  for  money  services  to  its  communities 


Key  Performance  Area:  Financial  viability  and  management 

Outcomes 

Outputs 

% Completion 

Challenges  and  / or  improvement  interventions 

Budgeting  and 

Reporting:  Improve 
financial  viability  and 
management 

Budget  approved  by  31  May  2009 

100% 

Final  draft  tabled  in  May  2010.  Public  hearings  conducted  in  April. 

Long-term  debt  reduced  by  20%  by  30  June  2010 

86% 

Loans  transfer  to  relevant  District  Municipalities  is  in  progress 

Generally  Accepted  Accounting  Practice  (GRAP)  compliant 
Asset  Register  implemented  continuously 

90% 

Working  towards  100%  compliance 

Income  Control:  Improve 
revenue  collection 

All  required  monthly  expenditure  reports  submitted  on  time 

100% 

Constantly  striving  to  100% 

65%  of  bills  collected  per  month  by  30  June  2010 

42% 

• Pay  points  have  been  established. 

• The  Pastel  Municipal  Billing  System  has  been  implemented. 

• Meter  reading  devices  are  now  being  used,  which  has  improved 
accuracy  of  reading. 

• Ongoing  training  of  staff  is  provided  Customer  Care  Centres 
(CCCs)  are  linked  using  remote  access 

• Contact  Management  has  been  implemented  where  users  log  calls 
and  follow-up  direct  on  the  System  CCCs  have  been  established 
but  an  additional  one  is  required  at  Dalton  as  the  location  of  the 
New  Hanover  CCC  is  not  correct 

Expenditure  Control: 

Improved  expenditure  control 

100%  of  valid  invoices  paid  within  30  days  after  receipt 

100% 

• Creditor's  reconciliations  done  after  payments  made. 

• Bank  reconciliations  done  once  a month. 

• Reconciliations  are  done  monthly  on  VAT  returns  and  VAT  returns 
are  submitted  on  time. 

All  salaries  and  deductions  paid  on  time 

100% 

This  is  running  smoothly 

Supply  Chain 
Management:  Efficient, 
effective  and  economical 
supply  chain  management 

Supply  Chain  Management  Policy  implemented 
continuously 

100% 

• Continuous  in-service  training  is  provided 

• Managers  are  constantly  reminded  of  good  practices  in  the  SCM 
procedures 

• SCM  Policy  is  currently  being  reviewed 

service  in  the  uMDM 

Three  business  days  for  purchase  of  goods 

100% 

An  average  of  6.1  days  turnaround  time  from  requisition  to  date 
awarded 

Timeframes  set  with  suppliers  on  order  date 

80% 

10  business  days  between  receiving  proposals  and 
awarding  tenders 

80% 

4) 
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Department  of  Corporate  Services 


Corporate  Services  Vision  - The  Department  of  Corporate  Services  will  provide  dynamic  support  services  to  the 
uMgungundlovu  District  Municipal  Council,  its  Committees  and  the  administrative  departments  in  such  a way  that 
will  see  the  organisation  evolve  into  an  employer  of  choice 


Key  Performance  Area:  Institutional  Development  and  Transformation 

Outcomes 

Outputs 

% Completion 

Challenges  and  / or  improvement  interventions 

Human  Resources:  The 

District  Municipality  evolved 

Revised  structure  implemented  by  30  September  2009 

100% 

Placement  done  and  completed.  Disputes  have  been  attended  to  and 
a report  was  being  developed  at  the  time  of  writing. 

into  an  employer  of  choice 

Section  57  posts  filled  by  30  August  2009 

10% 

Council  took  a resolution  to  continue  with  the  current  acting 
arrangements  so  that  the  newly  elected  Council  can  employ  Section 
57  Managers  in  201 1 after  the  local  government  elections. 

Automated  Employment  Equity  Plan  implemented 
continuously 

90% 

The  system  was  upgraded  from  Pastel  VIP  to  Premium  VIP  and  user 
training  is  scheduled  for  July  2010. 

Workplace  Skills  Plan  revised  and  implemented  by  30  June 
2010 

95% 

This  was  done  and  submitted  to  the  Local  Government  SETA.  The 
Workplace  Skills  Plan  was  implemented  with  a limited  budget. 

Human  Resources  (HR)  policies  revised  and  implemented 
by  30  August  2009 

100% 

25  HR  policies  were  adopted  by  Full  Council  on  28  August  2010. 
Implementation  of  policies  continues  on  daily  basis.  Some  HR  policies 
are  still  outstanding  and  they  are  being  developed  by  the  HR  Division 

Staff  remunerated  according  to  approved  job  gradings  by 
30  June  2010 

50% 

Job  descriptions  were  developed  and  submitted  to  the  Bargaining 
Council  and  the  Provincial  Job  Evaluation  Committee  for  further 
review.  Remuneration  of  staff  is  not  yet  done  according  to  approved 
job  grades  as  the  evaluation  process  has  not  yet  been  completed. 

Introduction  of  and  Employee  Assistance  Programme  (EAP) 
by  30  June  2010 

50% 

An  EAP  framework  was  developed  and  a post  was  created  for  this 
purpose.  The  post  will  be  advertised  as  soon  as  job  evaluation  process 
has  been  completed  and  this  is  scheduled  for  31  August  2010 

Administration:  Standard 
of  administrative  and 
auxiliary  support  improved 

Improved  records  management  by  30  October  2009 

85% 

The  staff  placement  process  resulted  in  more  staff  being  allocated  to 
Registry  and  training  has  taken  place.  Some  refinements  still  need 
to  be  made  to  the  electronic  system  and  this  is  receiving  attention. 
Authority  is  awaited  for  the  disposal  of  identified  documents. 

On  time  and  accurate  agendas  and  minutes  issued 
continuously 

85% 

Late  submission  of  reports  by  Managers  still  results  in  late  dissemination 
of  agendas  to  Councillors.  Heads  of  Department  to  take  responsibility 
of  the  items  for  Committees.  A Committee  Division  Procedure  Manual 
was  approved  and  this  should  improve  the  situation. 

Cost  effective  and  efficient  fleet  management  provided 
continuously 

80% 

A service  level  agreement  has  been  signed  with  gFleet  who  supplies 
the  vehicle  requirements  of  the  District  Municipality.  This  will  reduce 
the  running  costs  of  the  fleet.  The  Fleet  Management  Policy  is  being 
reviewed  with  the  view  to  improving  the  monitoring  of  vehicle  usage. 

b)  Percentage  achievement  over  the  last  three  years  per  Department  and  Business  Unit 

Office  of  the  Municipal  Manager 


■ 2007/2008 
□ 2008/2009 

■ 2009/2010 


Challenges  and  / or  improvement  interventions 


Department  of  Technical  Services 


■ 2007/2008 

■ 2008/2009 

■ 2009/2010 


• Due  to  capacity  constraints  the  Performance  Management  Unit  was 
not  able  to  render  sufficient  assistance  to  Local  Municipalities.  The 
Department  of  Cooperative  Governance  and  Traditional  Affairs  (CoGTA) 
is  now  fulfilling  this  role. 
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• The  post  of  Manager:  Communications  became  vacant  during  the  year 


Challenges  and  / or  improvement  interventions 


• Water  and  Sanitation  Provision  is  the  core  focus  area  of  Technical 
Services  and  consequently  the  greater  share  of  the  budget  goes  to 
this  focus  area.  Of  the  29  Water  and  Sanitation  Projects  that  were 
being  worked  on  during  the  reporting  period,  17  of  them  were  still 
in  the  business  planning  stage,  which  accounts  for  the  drop  in  the 
percentage  achievement  for  the  reporting  period. 


Department  of  Community  Services: 
Social  Development  Services 


■ 2007/2008 

■ 2008/2009 

■ 2009/2010 


Challenges  and  / or  improvement  interventions 

• A Business  Plan  is  being  developed  that  will  guide  the  takeover  of 
this  function 

• Budget  constraints  have  hampered  progress  in  the  HIV  and  Aids  Unit, 
but  funds  are  being  sourced  for  this  purpose 

• The  post  of  Youth  Coordinator  became  vacant  during  the  reporting 
period 


Department  of  Community  Services : 
Economic  Development  Services 


LED  Tourisim  Dev  GIS 

Planning 


■ 2007/2008 

■ 2008/2009 

■ 2009/2010 


Challenges  and  / or  improvement  interventions 

• During  the  reporting  period  two  senior  posts  in  Economic  Development 
became  vacant  and  this  had  a negative  effect  on  both  the  Local  Economic 
Development  and  Tourism  Units 

• Delays  in  the  appointment  of  a service  provider  have  hampered  progress  in 
Development  Planning 

• The  GIS  Officer  post  was  vacant  for  most  of  the  2008  / 2009  financial  year 


Department  of  Financial  Services 


■ 2007/2008 

■ 2008/2009 

■ 2009/2010 


Challenges  and  / or  improvement  interventions 

• The  challenge  under  Income  Control  is  to  broaden  the  collection  base 
for  water  consumers  and  to  actually  collect  all  the  money  due  to  the 
District  Municipality.  This  challenge  is  receiving  focussed  and  constant 
attentiot 

• The  turnaround  time  from  placing  a requisition  to  awarding  in  the 
Supply  Chain  Management  Unit  improved  significantly  during  the 
reporting  period. 


Department  of  Corporate  Services 


2007/2008  2008/2009  2009/2010 

Challenges  and  / or  improvement  interventions 


As  is  reflected  in  the  accompanying  graph,  steady  progress  is  being 
made  in  this  Department 


Auditor's  Report  of  the  Auditor-General  to  the  Kwazulu -Natal  Provincial 
Legislature  and  the  Council  on  Uvngungundlovu  District  Municipality 

Report  on  the  Financial  Statements 

Introduction 

1 . I have  audited  the  accompanying  financial  statements  of  the  uMgungundlovu  District  Municipality,  which  comprise  the  statement  of  financial 
position  as  at  30  June  2010,  the  statement  of  financial  performance,  statement  of  changes  in  net  assets  and  cash  flow  statement  for  the  year 
then  ended  and  a summary  of  significant  accounting  policies  and  other  explanatory  information  as  set  out  on  pages  68  to  104. 

Accounting  officer^  Responsibility  for  the  Financial  Statements 

2.  The  accounting  officer  is  responsible  for  the  preparation  and  fair  presentation  of  these  financial  statements  in  accordance  with  the 
South  African  Standards  of  Generally  Recognised  Accounting  Practice  (SA  Standards  of  GRAP)  and  in  the  manner  required  by  the  Local 
Government:  Municipal  Finance  Management  Act  of  South  Africa,  2003  (Act  No.  56  of  2003)  (MFMA)  and  the  Division  of  Revenue  Act  of 
South  Africa,  (Act  No.  1 of  2010)  (DoRA).  This  responsibility  includes  designing,  implementing  and  maintaining  internal  control  relevant  to  the 
preparation  and  fair  presentation  of  financial  statements  that  are  free  from  material  misstatement,  whether  due  to  fraud  or  error;  selecting  and 
applying  appropriate  accounting  policies;  and  making  accounting  estimates  that  are  reasonable  in  the  circumstances. 


Auditor-General^  Responsibility 

3.  As  required  by  section  1 88  of  the  Constitution  of  South  Africa,  1 996  (Act  No.  1 08  of  1 996),  section  4 of  the  Public  Audit  Act  of  South  Africa, 
2004  (Act  No.  25  of  2004)  (PAA)  and  section  1 26(3)  of  the  MFMA,  my  responsibility  is  to  express  an  opinion  on  these  financial  statements 
based  on  my  audit. 

4.  I conducted  my  audit  in  accordance  with  International  Standards  on  Auditing  and  General  Notice  1570  of  2009  issued  in  Government 
Gazette  32758  of  27  November  2009.  Those  standards  require  that  I comply  with  ethical  requirements  and  plan  and  perform  the  audit  to 
obtain  reasonable  assurance  that  the  financial  statements  are  free  from  material  misstatement. 


5. 


6. 


An  audit  involves  performing  procedures  to  obtain  audit  evidence  about  the  amounts  and  disclosures  in  the  financial  statements.  The 
procedures  selected  depend  on  the  auditor's  judgement,  including  the  assessment  of  the  risks  of  material  misstatement  of  the  financial 
statements,  whether  due  to  fraud  or  error.  In  making  those  risk  assessments,  the  auditor  considers  internal  control  relevant  to  the  entity's 
preparation  and  fair  presentation  of  the  financial  statements  in  order  to  design  audit  procedures  that  are  appropriate  in  the  circumstances, 
but  not  for  the  purpose  of  expressing  an  opinion  on  the  effectiveness  of  the  entity's  internal  control.  An  audit  also  includes  evaluating  the 
appropriateness  of  accounting  policies  used  and  the  reasonableness  of  accounting  estimates  made  by  management,  as  well  as  evaluating  the 
overall  presentation  of  the  financial  statements. 

I believe  that  the  audit  evidence  I have  obtained  is  sufficient  and  appropriate  to  provide  a basis  for  my  audit  opinion. 


REPORT  OF  THE  AUDITOR-GENERAL 


Opinion 

7.  In  my  opinion,  the  financial  statements  present  fairly,  in  all  material  respects,  the  financial  position  of  the  uMgungundlovu  District  Municipality 
as  at  30  June  2010  and  its  financial  performance  and  its  cash  flows  for  the  year  then  ended  in  accordance  with  the  SA  Standards  of  GRAP 
and  in  the  manner  required  by  the  MFMA  and  DoRA. 


Emphasis  of  Matters 

8.  I draw  attention  to  the  matters  below.  My  opinion  is  not  modified  in  respect  of  these  matters: 


Fruitless  and  Wasteful  Expenditure 

9.  As  disclosed  in  note  30  to  the  financial  statements,  fruitless  and  wasteful  expenditure  to  the  amount  of  R406  207  was  incurred,  as  penalties 
and  interest  were  charged  for  late  submission  of  returns  to  SARS. 

Material  Losses 


10.  As  disclosed  in  note  1 3 to  the  financial  statements,  the  municipality  incurred  significant  water  distribution  losses  of  approximately  33%.  The 
quantum  of  water  losses  in  volume  amounts  to  3,597  million  kilolitres  with  a rand  value  of  R1 1,  942  million. 

Additional  Matter 

11.  I draw  attention  to  the  matter  below.  My  opinion  is  not  modified  in  respect  of  this  matter: 

Unaudited  supplementary  schedules 

1 2.  The  supplementary  information  set  out  on  pages  xx  to  xx  does  not  form  part  of  the  financial  statements  and  is  presented  as  additional 
information.  I have  not  audited  these  schedules  and  accordingly  I do  not  express  an  opinion  thereon. 

Report  on  Other  Legal  and  Regulatory  Requirements 

1 3.  As  required  by  the  PAA  and  in  terms  of  General  Notice  1 570  of  2009  issued  in  Government  Gazette  32758  of  27  November  2009,  I 
include  below  my  findings  on  the  report  on  predetermined  objectives,  compliance  with  key  laws  and  regulations:  the  MFMA  and  the  Local 
Government:  Municipal  Systems  Act  of  South  Africa,  2000  (Act  No.  32  of  2000)  (MSA)  and  financial  management  (internal  control). 


Predetermined  Objectives 

14.  Material  findings  on  the  report  on  predetermined  objectives,  as  set  out  on  pages  98  to  102  are  reported  below: 

Usefulness  of  reported  performance  information 

1 5.  The  following  criteria  were  used  to  assess  the  usefulness  of  the  planned  and  reported  performance: 

• Consistency:  Has  the  municipality  reported  on  its  performance  with  regard  to  its  objectives,  indicators  and  targets  in  its  approved 
integrated  development  plan,  i.e.  are  the  objectives,  indicators  and  targets  consistent  between  planning  and  reporting  documents? 

• Relevance:  Is  there  a clear  and  logical  link  between  the  objectives,  outcomes,  outputs,  indicators  and  performance  targets? 

• Measurability:  Are  objectives  made  measurable  by  means  of  indicators  and  targets?  Are  indicators  well  defined  and  verifiable,  and 
are  targets  specific,  measurable  and  time  bound? 

The  following  audit  findings  relate  to  the  above  criteria: 

Reported  Information  not  Consistent  with  Planned  Objectives,  Indicators  and  Targets 

1 6.  The  municipality  has  not  reported  on  its  performance  against  predetermined  objectives/indicators/targets  which  are  consistent  with  the 
approved  integrated  development  plan. 

Planned  and  Reported  Targets  not  Specific  and  Measurable 

1 7.  For  the  selected  objectives,  Water  Provision  and  Solid  Waste  Management,  all  targets  for  the  planned  and  reported  targets  were  not: 

• specific  in  clearly  identifying  the  nature  and  the  required  level  of  performance 

• measurable  in  identifying  the  required  performance. 

Reliability  of  Reported  Performance  Information 

1 8.  The  following  criteria  were  used  to  assess  the  reliability  of  the  planned  and  reported  performance: 

• Validity:  Has  the  actual  reported  performance  occurred  and  does  it  pertain  to  the  entity,  i.e.  can  the  reported  performance  information 
be  traced  back  to  the  source  data  or  documentation? 

• Accuracy:  Have  the  amounts,  numbers  and  other  data  relating  to  reported  actual  performance  been  recorded  and  reported  appropriately? 

• Completeness:  Have  all  actual  results  and  events  that  should  have  been  recorded  been  included  in  the  reported  performance  information? 
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The  following  audit  finding  relates  to  the  above  criteria: 

Reported  Targets  not  Reliable  as  Inadequate  Supporting  Source  Information  was  Provided 

19.  For  the  reported  targets  relating  to  the  objective,  Water  provision  and  Solid  Waste  Management,  which  are  material  by  nature,  the  validity, 
accuracy  and  completeness  of  the  target  could  not  be  established  as  relevant  source  documentation  could  not  be  provided  for  audit  purposes. 

Compliance  with  laws  and  regulations 

Included  below  are  findings  related  to  material  non-compliance  with  the  acts  as  indicated: 

Municipal  Finance  Management  Act 

Accounting  Officer  did  not  Meet  his  Statutory  Responsibilities 

20.  Contrary  to  the  requirements  of  section  62(1 ) (c)  (i)  of  the  MFMA,  the  accounting  officer  did  not  meet  his  legislative  responsibility  of  ensuring 
that  the  municipality  has  and  maintains  effective,  efficient  and  transparent  systems  of  financial  and  risk  management  and  internal  control  as 
the  municipality  did  not  have  an  approved  disaster  recovery  plan  in  place  as  part  of  its  risk  management  process. 

21 . Contrary  to  the  requirements  of  section  62(1  )(f)  (iii)  of  the  MFMA,  the  accounting  officer  did  not  take  reasonable  steps  to  ensure  that  the 
municipality  had  implemented  the  credit  control  policy  referred  to  in  section  96(b)  of  the  Municipal  Systems  Act. 

Supply  chain  management  legislative  requirements  were  not  implemented 

22.  Contrary  to  the  requirements  of  section  79(3)  of  the  MFMA,  the  accounting  officer  did  not  delegate  powers  and  duties  in  writing  to  officials. 
The  delegation  of  authority  is  in  draft  format. 

Expenditure  Incurred  was  made  in  Vain  or  Could  have  been  Avoided,  Resulting  in  Fruitless  and  Wasteful  Expenditure 

23.  Contrary  to  the  requirements  of  section  62(1 ) (d)  of  the  MFMA,  fruitless  and  wasteful  expenditure  was  incurred  as  it  was  made  in  vain,  and 
could  have  been  avoided  had  reasonable  care  been  exercised,  as  defined  in  section  1 of  the  MFMA. 

Municipal  Systems  Act 

24.  Contrary  to  the  requirements  of  section  57(1 ) of  the  MSA,  a written  contract  with  the  municipality,  subject  to  a separate  performance 
agreement,  was  not  entered  into  by  senior  managers  in  acting  positions. 


Internal  Control 
25. 


26. 


I considered  internal  control  relevant  to  my  audit  of  the  financial  statements  and  the  report  on  predetermined  objectives  as  well  as  compliance 
with  the  MFMA  and  MSA,  but  not  for  the  purpose  of  expressing  an  opinion  on  the  effectiveness  of  internal  control. 

The  matters  reported  below  are  limited  to  the  findings  on  the  report  on  predetermined  objectives  and  the  findings  on  compliance  with  laws 
and  regulations. 


Leadership 

27.  The  accounting  officer  does  not  exercise  oversight  responsibility  over  performance  reporting,  compliance  with  laws  and  regulations  and 
internal  control.  Actions  are  not  taken  to  address  risks  relating  to  the  achievement  of  complete  and  accurate  performance  reporting. 

Control  weaknesses  are  not  analysed  and  appropriate  follow-up  actions  are  not  taken  that  address  risks  relating  to  the  achievement  of 
performance  reporting  objectives. 

Financial  and  Performance  Management 

28.  Systems  are  not  appropriate  to  facilitate  the  preparation  of  quality  financial  statements  and  performance  reports.  The  financial  statements 
were  subject  to  material  amendments  resulting  from  the  audit.  Adequate  supporting  documentation  relating  to  the  audit  on  predetermined 
objectives  was  not  made  available  for  audit  purposes. 

Governance 

29.  Internal  controls  are  not  selected  and  developed  to  prevent,  detect  and  correct  material  misstatements  in  financial  reporting  and  reporting  on 
predetermined  objectives.  Management  does  not  assess  the  likelihood  of  risks  in  ensuring  that  planned  and  reported  targets  are  supported  by 
adequate  documentation.  A risk  strategy/action  plan  was  not  compiled  to  manage  identified  risks  relating  to  predetermined  objectives. 

Otlaer  Reports 

Investigation 

31 . An  investigation  is  being  conducted  to  probe  the  possible  misconduct  of  officials  in  the  supply  chain  management  unit.  The  investigation  aims 
to  establish  whether  tenders  were  tampered  with  during  the  bid  process.  The  investigation  was  still  ongoing  at  the  reporting  date. 
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Pietermaritzburg 
30  November  2010 


Auditing  to  build  public  confidence 
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Shared  Audit  Committee  Report 

We  are  pleased  to  present  our  report  for  the  financial  year  ended  30  June  2010. 

Appointment  of  Audit  Committee 

uMgungundlovu  District  Municipality  is  served  by  a Shared  Audit  Committee  appointed  in  terms  of  the  Council  Resolution  of  01  October  2008. 
There  are  four  members  of  the  Audit  Committee,  namely:- 


Members  Name 

Designation 

Mr  R.M.J.  Baloyi 

j Chairperson 

Mr  B.M.  Zuma 

j Member 

Mr  S.  Shezi 

i Member 

Mrs.  S.  Rajah 

j Member 

The  Audit  Committee  had  scheduled  four  (4)  meetings  and  two  (2)  special  meetings  (which  were  held  when  necessary)  for  the  period  under  review. 
The  attendance  at  these  meetings  is  recorded  as  follows: 

• 28  August  2009 

• 31  August  2009 

• 29  October  2009 

• 02  December  2009 

• 21  May  2010 

• 24  June  2010 


j Name  of  Member 

Designation 

Scheduled  Meetings 

Attended  Meetings  f 

j Mr.  RMJ  Baloyi 

j Chairperson 

; 6 

; 6 

i Mr.  BM  Zuma 

i Member 

j 6 

: 6 

j Mr.  S Shezi 

; Member 

j 6 

i 4 

; Mrs.  S Rajah 

: Member 

i 6 
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Audit  Committee  Responsibility 

The  Audit  Committee  reports  that  it  has  adopted  appropriate  formal  terms  of  reference  as  its  Audit  Committee  Charter,  has  regulated  its  affairs  in 
compliance  with  this  Charter  and  has  discharged  ail  its  responsibilities  as  contained  there  in. 


REPORT  OF  THE  AUDIT  COMMITTEE 


The  Effectiveness  of  Internal  Control 


We  have  reviewed  various  reports  from  Internal  and  External 
Auditors,  and  reports  on  the  adequacy  and  effectiveness  of  internal 
control  systems.  During  the  year  under  review,  several  deficiencies 
in  the  system  of  internal  control  were  reported  by  the  Internal  Audit 
and  the  Auditor  General.  Management  was  advised  to  improve  and 
implement  both  the  Internal  and  External  Auditors'  recommendations. 

Furthermore,  management  should  take  all  reasonable  steps  to  ensure 
that  internal  control  weaknesses  identified  by  Internal  and  External 
Auditors  are  rectified  to  ensure  adequacy  and  effectiveness  of  the 
systems  of  internal  controls. 

Internal  Audit 

The  Committee  is  satisfied  that  the  internal  audit  work  was  conducted 
in  accordance  with  the  approved  annual  Internal  Audit  Activity  plan, 
and  with  the  content  and  quality  of  internal  auditors  quarterly  reports 
prepared  and  issued  for  the  period  under  review. 

Performance  Management 

The  Municipal  Performance  Management  Quarterly  reports  were 
not  submitted  to  the  committee  by  the  Municipality  for  review 
and  comments,  however,  the  committee  has  relied  on  the  Internal 
Audit  Activity  Quarterly  reports.  According  to  the  Internal  Audit 
Activity  reports,  the  evidence  to  substantiate  the  achievement  / non 
achievement  of  the  pre-determ ined  objectives  could  not  be  produced 
and  verified. 


Evaluation  of  Financial  Statements 


In  terms  of  the  evaluation  of  the  Financial  Statements  we  have  done 
the  following: 

• Reviewed  and  discussed  the  municipality's  annual  financial 
statements  for  the  year  ended  30  June  201 0; 

• Reviewed  the  Auditor  General's  management  letter  and 
management's  responses  thereto; 

• Reviewed  the  municipality's  compliance  with  legal  and 
regulatory  provisions;  and 

• Reviewed  the  Auditor  General's  report. 

The  Committee  concurs  and  accepts  the  Auditor  General's  conclusions 
on  the  annual  financial  statements  and  is  of  the  view  that  the  audited 
annual  financial  statements  together  with  the  report  of  the  Auditor 
General  be  accepted  and  be  read  together  with  the  Municipal 
Annual  Report. 

The  Committee  wishes  to  express  its  appreciation  to  the  Internal  Audit 
Activity,  the  Municipal  Officials  and  the  Auditor  General  for  their 
assistance  and  co-operation  during  the  year  under  review. 


Chairperson  of  the  Audit  Committee 
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ANNUAL  FINANCIAL  STATEMENTS 


Accounting  Officers  Responsibilities  and  Approval 


The  accounting  officer  is  required  by  the  Municipal  Finance  Management 
Act  (Act  56  of  2003),  to  maintain  adequate  accounting  records 
and  is  responsible  for  the  content  and  integrity  of  the  annual  financial 
statements  and  related  financial  information  included  in  this  report.  It  is  the 
responsibility  of  the  accounting  officer  to  ensure  that  the  annual  financial 
statements  fairly  present  the  state  of  affairs  of  the  municipality  as  at  the 
end  of  the  financial  year  and  the  results  of  its  operations  and  cash  flows 
for  the  period  then  ended.  The  external  auditors  are  engaged  to  express 
an  independent  opinion  on  the  annual  financial  statements  and  was  given 
unrestricted  access  to  all  financial  records  and  related  data. 

The  annual  financial  statements  have  been  prepared  in  accordance  with 
Standards  of  Generally  Recognised  Accounting 
Practice  (GRAP). 

The  annual  financial  statements  are  based  upon  appropriate  accounting 
policies  consistently  applied  and  supported  by  reasonable  and  prudent 
judgements  and  estimates. 

The  accounting  officer  acknowledges  that  he  is  ultimately  responsible  for  the 
system  of  internal  financial  control  established  by  the  municipality  and  place 
considerable  importance  on  maintaining  a strong  control  environment.  To 
enable  the  accounting  officer  to  meet  these  responsibilities,  the  accounting 
officer  sets  standards  for  internal  control  aimed  at  reducing  the  risk  of 
error  or  deficit  in  a cost  effective  manner.  The  standards  include  the  proper 
delegation  of  responsibilities  within  a clearly  defined  framework,  effective 
accounting  procedures  and  adequate  segregation  of  duties  to  ensure 
an  acceptable  level  of  risk.  These  controls  are  monitored  throughout  the 
municipality  and  all  employees  are  required  to  maintain  the  highest  ethical 
standards  in  ensuring  the  municipality's  business  is  conducted  in  a manner 
that  in  all  reasonable  circumstances  is  above  reproach. 


assessing,  managing  and  monitoring  all  known  forms  of  risk  across 
the  municipality.  While  operating  risk  cannot  be  fully  eliminated,  the 
municipality  endeavours  to  minimise  it  by  ensuring  that  appropriate 
infrastructure,  controls,  systems  and  ethical  behavior  are  applied  and 
managed  within  predetermined  procedures  and  constraints. 

The  accounting  officer  is  of  the  opinion,  based  on  the  information  and 
explanations  given  by  management,  that  the  system  of  internal  control 
provides  reasonable  assurance  that  the  financial  records  may  be  relied 
on  for  the  preparation  of  the  annual  financial  statements.  However,  any 
system  of  internal  financial  control  can  provide  only  reasonable,  and 
not  absolute,  assurance  against  material  misstatement  or  deficit. 

The  accounting  officer  has  reviewed  the  municipality's  cash  flow  forecast 
for  the  year  to  30  June  201 1 and,  in  the  light  of  this  review  and  the 
current  financial  position,  he  is  satisfied  that  the  municipality  has  or  has 
access  to  adequate  resources  to  continue  in  operational  existence  for  the 
foreseeable  future. 

Although  the  accounting  officer  are  primarily  responsible  for  the  financial 
affairs  of  the  municipality,  they  are  supported  by  the  municipality's  external 
auditors. 

The  external  auditors  are  responsible  for  independently  reviewing  and 
reporting  on  the  municipality's  annual  financial  statements.  6. 

The  annual  financial  statements  set  out  on  pages  6 to  27,  which  have  been 
prepared  on  the  going  concern  basis,  were  approved  by  the  accounting 
officer  on  31  August  2010  and  were  dually  signed. 


Accounting  Officers  Report 

Operating  capital  ratio  1.97:1  (1,34:1) 

There  is  an  improvement  in  nett  current  assets  compared  to  prior  year,  we  have  enough  short  term  assets  to  finance  short  term  liabilities. 
Solvability  ratio  2.56: 1 (2,54: 1 ) 

Assets  are  almost  2.5  times  the  liabilities,  the  Municipality  will  be  able  to  meet  all  its  short  and  long  term  obligations. 

Cash  to  interest  cover  ration  1 9.36: 1 (25.03: 1 ) 

The  cash  flow  is  sufficiant  enough  to  finance  interest  from  long  term  liabilities. 

Debt  to  cash  ratio  77%  (39%) 

Indicates  the  remaining  pay  back  period. 

1.  Going  concern 

We  draw  attention  to  the  fact  that  at  30  June  2010  , the  municipality  had  accumulated  a surplus  of  R 21 8 709  219. 

The  annual  financial  statements  have  been  prepared  on  the  basis  of  accounting  policies  applicable  to  a going  concern.  This  basis  presumes 
that  funds  will  be  available  to  finance  future  operations  and  that  the  realisation  of  assets  and  settlement  of  liabilities,  contingent  obligations  and 
commitments  will  occur  in  the  ordinary  course  of  business. 

The  ability  of  the  municipality  to  continue  as  a going  concern  is  dependent  on  a number  of  factors.  The  most  significant  of  these  is  that  the 
accounting  officer  continue  to  procure  funding  for  the  ongoing  operations  for  the  municipality. 
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Statement  of  Financial  Position 


Figures  in  Rand 


ASSETS 
Current  Assets 

Trade  and  other  receivables  from  exchange  transactions 

VAT  receivable 

Consumer  debtors 

Cash  and  cash  equivalents 

Non-Current  Assets 

Property,  plant  and  equipment 

Total  Assets 

LIABILITIES 
Current  Liabilities 

Long  term  liabilities 

Trade  and  other  payables  from  exchange  transactions 
VAT  payable 
Consumer  deposits 

Unspent  conditional  grants  and  receipts 

NON-CURRENT  LIABILITIES 

Long  term  liabilities 

Unspent  conditional  grants  and  receipts 

Total  Liabilities 
Net  Assets 


Net  Assets 

W Accumulated  surplus 

Qj 


Note(s) 


2010 


2009 


3 

37  905  025 

7 768  751 

4 

55  094  345 

27  413  870 

5 

40  768  027 

20  217  887 

6 

35  443  040 

75  585  349 

169  210  437 

1 30  985  857 

2 

192  059  973 

174  224  572 

361  270  410 

305  210  429 

7 

2 193  286 

5 1 24  257 

9 

46  155  099 

57  354  1 30 

10 

54  635  761 

22  151  307 

11 

3 834  508 

3 453  478 

8 

1 1 653  697 

31  986  927 

118  472  351 

1 20  070  099 

7 

20  924  948 

20  469  807 

8 

3 163  892 

3 924  260 

24  088  840 

24  394  067 

142  561  191 

144  464  166 

218  709  219 

160  746  263 

218  709  219 

160  746  263 

Statement  of  Financial  Performance 


Figures  in  Rand 


REVENUE 

Service  charges 
Government  grants  & subsidies 
Rental  income 
Other  income 

Interest  received  on  Call  Account 

Total  Revenue 

EXPENDITURE 

Personnel 

Remuneration  of  councillors 
Management  fees 
Depreciation  and  amortisation 
Finance  costs 
Debt  impairment 
Repairs  and  maintenance 
Bulk  purchases 
Contracted  services 
General  Expenses 

Total  Expenditure 

Loss  on  disposal  of  assets  and  liabilities 


Surplus  for  the  year 


Note(s) 

2010 

2009 

13 

38  336  839 

44  690  333 

14 

320  052  962 

370  060  815 

353  001 

339  127 

15 

41  940  812 

3 689  451 

20  _ 

7 1 76  666 

6 934  032 

407  860  280 

425  713  758 

17 

(98  386  328) 

(89  781  323) 

18 

(8  023  333) 

(7  276  845) 

(2  539  997) 

(1  885  174) 

21 

(25  420  575) 

(24  610  901) 

22 

(5  670  266) 

(3  023  312) 

19 

(6  491  642) 

(15  151  801) 

(3  582  213) 

(5  411  194) 

27 

(41  244  306) 

(29  150  728) 

24 

(104  920  479) 

(143  660  810) 

16 

(52  775  268) 

(35  231  738) 

(349  054  407) 

(355  1 83  826) 

(837  701) 

(201  526) 

57  968  172 

70  328  406 
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Statement  of  Changes  in  Net  Assets 


Figures  in  Rand 


BALANCE  AT  01  JULY  2008 

Changes  in  net  assets 
Surplus  for  the  year 
Total  changes 

Opening  balance  as  previously  reported 

Adjustments 

Adjustments 

BALANCE  AT  01  JULY  2009  AS  RESTATED 

Changes  in  net  assets 
Surplus  for  the  year 
Total  changes 

BALANCE  AT  30  JUNE  2010 


Accumulated 

Surplus 


Total  net  assets 


90  417  857 

90  417  857 

70  328  406 

70  328  406 

70  328  406 

70  328  406 

160  746  266 

160  746  266 

(5  219) 

(5  219) 

160  741  047 

160  741  047 

57  968  172 

57  968  172 

57  968  172 

57  968  172 

218  709  219 

218  709  219 

CasW  flow  statement 


Figures  in  Rand 


CASH  FLOWS  FROM  OPERATING  ACTIVITIES 
Receipts 

Sale  of  goods  and  services 
Grants 

Interest  income 
Other  receipts 
Other  cash  item 

PAYMENTS 

Employee  costs 
Suppliers 
Finance  costs 
Other  payments 
Other  cash  item 

Net  cash  flows  from  operating  activities 

Cash  flows  from  investing  activities 

purchase  of  property,  plant  and  equipment 
proceeds  from  sale  of  property,  plant  and  equipment 

Net  cash  flows  from  investing  activities 
Cash  flows  from  financing  activities 

Repayment  of  long  term  liabilities 

Net  cash  flows  from  financing  activities 

Net  increase/(decrease)  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents  at  the  beginning  of  the  year 
Cash  and  cash  equivalents  at  the  end  of  the  year 


Note(s) 


25 

2 

2 


2010 

2009 

38  331  002 

320  052  962 

7 176  666 

353  001 

41  937  402 

44  690  333 

370  060  815 

6 934  032 

339  1 27 

3 689  451 

407  851  033 

425  713  758 

(98  386  328) 

(41  244  306) 

(5  670  266) 

(256  109  893) 

(89  781  323) 

(29  150  728) 

(3  023  312) 

(237  346  949) 

15  939  486 

(401  410  793) 

(343  362  826) 

6 440  240 

82  350  932 

(44  638  131) 

531  381 

(67  01 1 846) 

(716) 

(44  106  750) 

(67  012  562) 

(2  475  830) 

(4  840  286) 

(2  475  830) 

(4  840  286) 

(40  142  340) 

75  585  349 

10  498  084 

65  087  265 

35  443  009 

75  585  349 
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Accounting  Policies 


1.  Presentation  of  Annual  Financial  Statements 

The  annual  financial  statements  have  been  prepared  in  accordance  with  the  Standards  of  Generally  Recognised  Accounting  Practices 
(GRAP)  and  the  Standards  of  Generally  Accepted  Municipal  Accounting  Practices  (GAMAP)  prescribed  by  the  Minister  of  Finance  in  terms  of 
General  Notice  991  and  992  of  2005. 

The  standards  are  summarised  as  follows: 

Standard  of  GRAP 


GRAP  1 
GRAP  2 
GRAP  3 
GRAP  4 
GRAP  5 
GRAP  6 
GRAP  7 
GRAP  8 
GRAP  9 
GRAP 10 
GRAP 1 1 
GRAP 1 2 
GRAP 1 3 
GRAP 16 
GRAP 17 
GRAP 1 8 
GRAP 19 
GRAP  23 
GRAP  24 
GRAP  100 
GRAP 101 
GRAP  102 


Presentation  of  financial  statements 
Cash  flow  statements 

Accounting  policies,  changes  in  accounting  estimates  and  errors 
The  Effects  of  Changes  in  Foreign  Exchange  Rates 
Borrowing  Costs 

Consolidated  & Separate  Financial  Statements 

Investments  in  Associates 

Interests  in  Joint  Ventures 

Revenue  from  Exchange  Transactions 

Financial  Reporting  in  Hyperinflationary  Economies 

Construction  Contracts 

Inventories 

Leases 

Investment  Property 
Property,  Plant  and  Equipment 
segment  Reporting 

Provisions,  Contigent  Liabities  & Contingent  Assets 

Revenue  from  Non-Exchange  Transactions 

Presentation  of  Budget  Information  in  Financial  Statements 

Non  Current  Assets  Held  for 

Agriculture 

Intangible  Assets 


GAMAP  6,  7 and  8 have  been  complied  with  to  the  extent  that  the  requirements  in  these  standards  relate  to  the  municipality's  separate 
financial  statements. 

Accounting  policies  for  material  transactions,  events  or  conditions  not  covered  by  the  above  GRAP  and  GAMAP  Standards  have  been  developed 
in  accordance  with  paragraphs  7,  1 1 and  1 2 of  GRAP  3.  These  accounting  policies  and  the  applicable  disclosures  have  been  based  on  the  South 
African  Statements  of  Generally  Accepted  Accounting  Practices  (SA  GAAP)  including  any  interpretations  of  such  Statements  issued  by  the  Accounting 
Practices  Board. 


A summary  of  the  significant  accounting  policies,  which  have  been  consistently  applied,  are  disclosed  below.  These  accounting  policies  are  consistent 
with  the  previous  period. 

X.%  Property,  plant  and  equipment 

Property,  plant  and  equipment  are  tangible  non-current  assets  (including  infrastructure  assets)  that  are  held  for  use  in  the  production  or  supply  of 
goods  or  services,  rental  to  others,  or  for  administrative  purposes,  and  are  expected  to  be  used  during  more  than  one  period. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  recognised  as  an  asset  when: 

• it  is  probable  that  future  economic  benefits  or  service  potential  associated  with  the  item  will  flow  to  the  municipality;  and 

• the  cost  of  the  item  can  be  measured  reliably. 

Property,  plant  and  equipment  is  initially  measured  at  cost. 

The  cost  of  an  item  of  property,  plant  and  equipment  is  the  purchase  price  and  other  costs  attributable  to  bring  the  asset  to  the  location  and  condition 
necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management.  Trade  discounts  and  rebates  are  deducted  in  arriving  at  the  cost. 

Where  an  asset  is  acquired  at  no  cost,  or  for  a nominal  cost,  its  cost  is  its  fair  value  as  at  date  of  acquisition. 

When  significant  components  of  an  item  of  property,  plant  and  equipment  have  different  useful  lives,  they  are  accounted  for  as  separate  items  (major 
components)  of  property,  plant  and  equipment. 

Costs  include  costs  incurred  initially  to  acquire  or  construct  an  item  of  property,  plant  and  equipment  and  costs  incurred  subsequently  to  add  to, 
replace  part  of,  or  service  it.  If  a replacement  cost  is  recognised  in  the  carrying  amount  of  an  item  of  property,  plant  and  equipment,  the  carrying 
amount  of  the  replaced  part  is  derecognied. 

The  initial  estimate  of  the  costs  of  dismantling  and  removing  the  item  and  restoring  the  site  on  which  it  is  located  is  also  included  in  the  cost  of 
property,  plant  and  equipment,  where  the  entity  is  obligated  to  incur  such  expenditure,  and  where  the  obligation  arises  as  a result  of  acquiring  the 
asset  or  using  it  for  purposes  other  than  the  production  of  inventories. 
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1.1  Property,  plant  and  equipment  (continued) 

Recognition  of  costs  in  the  carrying  amount  of  an  item  of  property,  plant  and  equipment  ceases  when  the  item  is  in  the  location  and  condition 
necessary  for  it  to  be  capable  of  operating  in  the  manner  intended  by  management. 

Major  spare  parts  and  stand  by  equipment  which  are  expected  to  be  used  for  more  than  one  period  are  included  in  property,  plant  and  equipment. 
In  addition,  spare  parts  and  stand  by  equipment  which  can  only  be  used  in  connection  with  an  item  of  property,  plant  and  equipment  are  accounted 
for  as  property,  plant  and  equipment. 

Major  inspection  costs  which  are  a condition  of  continuing  use  of  an  item  of  property,  plant  and  equipment  and  which  meet  the  recognition  criteria 
above  are  included  as  a replacement  in  the  cost  of  the  item  of  property,  plant  and  equipment.  Any  remaining  inspection  costs  from  the  previous 
inspection  are  derecognised. 

Property,  plant  and  equipment  is  carried  at  revalued  amount,  being  the  fair  value  at  the  date  of  revaluation  less  any  subsequent  accumulated 
depreciation  and  subsequent  accumulated  impairment  losses. 

When  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  the  date  of  the  revaluation  is  restated  proportionately 
with  the  change  in  the  gross  carrying  amount  of  the  asset  so  that  the  carrying  amount  of  the  asset  after  revaluation  equals  its  revalued  amount. 

When  an  item  of  property,  plant  and  equipment  is  revalued,  any  accumulated  depreciation  at  the  date  of  the  revaluation  is  eliminated  against  the 
gross  carrying  amount  of  the  asset  and  the  net  amount  restated  to  the  revalued  amount  of  the  asset. 

The  revaluation  surplus  in  equity  related  to  a specific  item  of  property,  plant  and  equipment  is  transferred  directly  to  retained  earnings  when  the  asset 
is  derecognised. 

The  revaluation  surplus  in  equity  related  to  a specific  item  of  property,  plant  and  equipment  is  transferred  directly  to  retained  earnings  as  the  asset  is 
used.  The  amount  transferred  is  equal  to  the  difference  between  depreciation  based  on  the  revalued  carrying  amount  and  depreciation  based  on  the 
original  cost  of  the  asset. 

Property,  plant  and  equipment  are  depreciated  on  the  straight  line  basis  over  their  expected  useful  lives  to  their  estimated  residual  value. 


The  useful  lives  of  items  of  property,  plant  and  equipment  have  been  assessed  as  follows: 


Item 

Buildings 

Furniture  and  fixtures 
Motor  vehicles 
Office  equipment 
IT  equipment 
Computer  software 
Infrastructure 

• Roads  and  paving 

• Water 

• Sewerage 
Capital  work  in  progress 


Average  useful  life 

20  Years 
5 Years 

4 Years 

5 Years 
3 Years 
2 Years 

6 Years 
6 Years 
6 Years 

Not  depreciated  (Until  Completed) 


The  residual  value,  and  the  useful  life  and  depreciation  method  of  each  asset  are  reviewed  at  the  end  of  each  reporting  date.  If  the  expectations  differ 
from  previous  estimates,  the  change  is  accounted  for  as  a change  in  accounting  estimate. 

Each  part  of  an  item  of  property,  plant  and  equipment  with  a cost  that  is  significant  in  relation  to  the  total  cost  of  the  item  is  depreciated  separately. 
The  depreciation  charge  for  each  period  is  recognised  in  surplus  or  deficit  unless  it  is  included  in  the  carrying  amount  of  another  asset. 

Items  of  property,  plant  and  equipment  are  derecognised  when  the  asset  is  disposed  of  or  when  there  are  no  further  economic  benefits  or  service 
potential  expected  from  the  use  of  the  asset. 

The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is  included  in  surplus  or  deficit  when  the  item  is 
derecognised.  The  gain  or  loss  arising  from  the  derecognition  of  an  item  of  property,  plant  and  equipment  is  determined  as  the  difference  between 
the  net  disposal  proceeds,  if  any,  and  the  carrying  amount  of  the  item. 

Assets  which  the  municipality  holds  for  rentals  to  others  and  subsequently  routinely  sell  as  part  of  the  ordinary  course  of  activities,  are  transferred 
to  inventories  when  the  rentals  end  and  the  assets  are  available-for-sale.  These  assets  are  not  accounted  for  as  non-current  assets  held  for  sale. 
Proceeds  from  sales  of  these  assets  are  recognised  as  revenue.  All  cash  flows  on  these  assets  are  included  in  cash  flows  from  operating  activities  in 
the  cash  flow  statement. 
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1.2  Financial  instruments 

Trade  and  other  receivables 


Trade  receivables  are  measured  at  initial  recognition  at  fair  value,  and  are  subsequently  measured  at  amortised  cost  using  the  effective  interest  rate 
method.  Appropriate  allowances  for  estimated  irrecoverable  amounts  are  recognised  in  surplus  or  deficit  when  there  is  objective  evidence  that  the 
asset  is  impaired.  Significant  financial  difficulties  of  the  debtor,  probability  that  the  debtor  will  enter  bankruptcy  or  financial  reorganisation,  and 
default  or  delinquency  in  payments  (more  than  1 20  days  overdue)  are  considered  indicators  that  the  trade  receivable  is  impaired.  The  allowance 
recognised  is  measured  as  the  difference  between  the  asset's  carrying  amount  and  the  present  value  of  estimated  future  cash  flows  discounted  at  the 
effective  interest  rate  computed  at  initial  recognition. 


Trade  and  other  receivables  are  classified  as  loans  and  receivables.  We  have  used  the  method  of  recovery  in  the  current  year  and  non  recovery  was 
then  used  to  create  a doubtful  debt  provision  hence  we  did  not  discount  the  debtors  because  of  the  materiality  of  the  provision. The  provision  for 
doubtful  debt  was  based  on  information  provided  by  an  approved  accredited  bureau  on  individual  debtors  by  profiling  each  debtor  in  terms 
of  risk.  The  customers  that  could  not  be  profiled  by  the  approved  accredited  bureau  have  been  provided.  No  provision  has  been  made  for  amounts 
outstanding  by  government  departments  as  these  balances  are  recoverable. 


Trade  and  other  payables 

Trade  payables  are  initially  measured  at  fair  value,  and  are  subsequently  measured  at  amortised  cost,  using  the  effective  interest  rate  method. 


Cash  and  cash  equivalents 


Cash  and  cash  equivalents  comprise  cash  on  hand  and  demand  deposits,  and  other  short-term  highly  liquid  investments  that  are  readily  convertible 
to  a known  amount  of  cash  and  are  subject  to  an  insignificant  risk  of  changes  in  value.  These  are  initially  and  subsequently  recorded  at  fair  value. 


Bank  overdraft  and  borrowings 

Bank  overdrafts  and  borrowings  are  initially  measured  at  fair  value,  and  are  subsequently  measured  at  amortised  cost,  using  the  effective  interest 
rate  method.  Any  difference  between  the  proceeds  (net  of  transaction  costs)  and  the  settlement  or  redemption  of  borrowings  is  recognised  over  the 
term  of  the  borrowings  in  accordance  with  the  municipality's  accounting  policy  for  borrowing  costs. 


1.3  Leases 

A lease  is  classified  as  a finance  lease  if  it  transfers  substantially  all  the  risks  and  rewards  incidental  to  ownership.  A lease  is  classified  as  an 
operating  lease  if  it  does  not  transfer  substantially  all  the  risks  and  rewards  incidental  to  ownership. 


1.4  Impairment  of  Assets 

The  municipality  assesses  at  each  statement  of  financial  position  date  whether  there  is  any  indication  that  an  asset  may  be  impaired.  If  any  such 
indication  exists,  the  municipality  estimates  the  recoverable  amount  of  the  asset. 

Irrespective  of  whether  there  is  any  indication  of  impairment,  the  municipality  also  : 

tests  intangible  assets  with  an  indefinite  useful  life  or  intangible  assets  not  yet  available  for  use  for  impairments  annually  by  comparing  its  carrying 
amount  with  its  recoverable  amount.  This  impairment  test  is  performed  during  the  annual  period.  If  there  is  any  indication  that  an  asset  may  be 
impaired,  the  recoverable  amount  is  estimated  for  the  individual  assets.  If  it  is  not  possible  to  estimate  the  recoverable  amount,  the  recoverable 
amount  is  estimated  for  the  individual  asset.  If  it  is  not  possible  to  estimate  the  recoverable  amount  of  the  individual  asset,  the  recoverable  amount  of 
the  cash-generating  unit  to  which  the  asset  belongs  is  determined. 

The  recoverable  amount  of  an  asset  or  a cash-generating  unit  is  the  higher  of  its  fair  values  less  cost  to  sell  and  its  value  in  use. 

If  the  recoverable  amount  of  an  asset  is  less  than  its  carrying  amount,  the  carrying  amount  of  the  asset  is  reduced  to  its  recoverable  amount.  That 
reduction  is  an  impairment  loss. 

An  impairment  loss  of  assets  carried  at  cost  less  any  accumulated  depreciation  or  amortisation  is  recognised  immediately  in  surplus  or  deficit.  Any 
impairment  loss  of  a revalued  asset  is  treated  as  a revaluation  decrease. 

1.5  Employee  benefits 

Short-term  employee  benefits 

The  cost  of  short-term  employee  benefits,  (those  payable  within  1 2 months  after  the  service  is  rendered,  such  as  paid  vacation  leave  and  sick  leave, 
bonuses,  and  non-monetary  benefits  such  as  medical  care),  are  recognised  in  the  period  in  which  the  service  is  rendered  and  are  not  discounted. 

The  expected  cost  of  compensated  absences  is  recognised  as  an  expense  as  the  employees  render  services  that  increase  their  entitlement  or,  in  the 
case  of  non-accumulating  absences,  when  the  absence  occurs. 

The  expected  cost  of  surplus  sharing  and  bonus  payments  is  recognised  as  an  expense  when  there  is  a legal  or  constructive  obligation 
to  make  such  payments  as  a result  of  past  performance. 
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1.6  Revenue  from  exchange  transactions 

Revenue  is  the  gross  inflow  of  economic  benefits  or  service  potential  during  the  reporting  period  when  those  inflows  result  in  an  increase  in  net 
assets,  other  than  increases  relating  to  contributions  from  owners. 

An  exchange  transaction  is  one  in  which  the  municipality  receives  assets  or  services,  or  has  liabilities  extinguished,  and  directly  gives  approximately 
equal  value  (primarily  in  the  form  of  goods,  services  or  use  of  assets)  to  the  other  party  in  exchange. 

Fair  value  is  the  amount  for  which  an  asset  could  be  exchanged,  or  a liability  settled,  between  knowledgeable,  willing  parties  in  an  arm's  length 
transaction. 

1.7  Revenue 

Revenue  comprises  of  sales  to  customers  and  service  rendered  to  customers.  Turnover  is  stated  at  the  invoice  amount  and  is  exclusive  of  value  added 
taxation. 

1.8  Investment  income 

Investment  income  is  recognised  on  a time-proportion  basis  using  the  effective  interest  method. 

1.9  Borrowing  costs 

It  is  inappropriate  to  capitalise  borrowing  costs  when,  and  only  when,  there  is  clear  evidence  that  it  is  difficult  to  link  the  borrowing  requirements  of 
an  entity  directly  to  the  nature  of  the  expenditure  to  be  funded  i.e.  capital  or  current. 

Borrowing  costs  are  recognised  as  an  expense  in  the  period  in  which  they  are  incurred. 

1.10  Comparative  figures 

Where  necessary,  comparative  figures  have  been  reclassified  to  conform  to  changes  in  presentation  in  the  current  year.  When  the  presentation  or 
classification  of  items  in  the  annual  financial  statements  is  ammended,  prior  period  comparative 
amounts  are  reclassified. 


1.11  Unauthorised  expenditure  means: 

• overspending  of  a vote  or  a main  division  within  a vote; 

• expenditure  not  in  accordance  with  the  purpose  of  a vote  or,  in  the  case  of  a main  division,  not  in  accordance  with  the  purpose  of  the  main 
division. 

All  expenditure  relating  to  unauthorised  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial  performance  in  the  year  that  the 
expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense,  and  where  recovered,  it  is  subsequently 
accounted  for  as  revenue  in  the  statement  of  financial  performance. 

1.12.  Fruitless  and  wasteful  expenditure 

Fruitless  expenditure  means  expenditure  which  was  made  in  vain  and  would  have  been  avoided  had  reasonable  care  been  exercised. 

All  expenditure  relating  to  fruitless  and  wasteful  expenditure  is  recognised  as  an  expense  in  the  statement  of  financial  performance  in  the  year  that 
the  expenditure  was  incurred.  The  expenditure  is  classified  in  accordance  with  the  nature  of  the  expense,  and  where  recovered,  it  is  subsequently 
accounted  for  as  revenue  in  the  statement  of  financial  performance. 

1.13  Internal  Reserves 


Government  grant  reserve 

When  items  of  property,  plant  and  equipment  are  financed  from  government  grants,  a transfer  is  made  from  the  accumulated  surplus/ 
deficit  to  the  Government  Grants  Reserve  equal  to  the  Government  Grant  recorded  as  revenue  in  the  Statement  of  Financial  Performance  in 
accordance  with  a directive  issued  by  National  Treasury.  When  such  items  of  property,  plant  and  equipment  are  depreciated,  a transfer  is  made 
from  the  Government  Grant  Reserve  to  the  accumulated  surplus/deficit. 

The  purpose  of  this  policy  is  to  promote  community  equity  by  ensuring  that  the  future  depreciation  expenses  that  will  be  incurred  over  the  useful  lives 
of  government  grant  funded  items  of  property,  plant  and  equipment  are  offset  by  transfers  from  this  reserve  to  the  accumulated  surplus. 

When  an  item  of  property,  plant  and  equipment  financed  from  government  grants  is  disposed,  the  balance  in  the 
Government  Grant  Reserve  relating  to  such  item  is  transferred  to  the  accumulated  surplus/deficit. 


1.14  Conditional  grants  and  receipts 


Revenue  received  from  conditional  grants,  donations  and  funding  are  recognised  as  revenue  to  the  extent  that  the  municipality  has  complied 
with  any  of  the  criteria,  conditions  or  obligations  embodied  in  the  agreement.  To  the  extent  that  the  criteria,  conditions  or  obligations  have  not  been 
met  a liability  is  recognised. 
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Notes  to  tWe  Annual  Financial  Statements 


Figures  in  Rand 

2010 

2009 

2.  PROPERTY,  PLANT  AND  EQUIPMENT 

Cost  / Valuation 

Accumulated 

depreciation 

Carrying  value 

Cost  / Valuation 

Accumulated 

depreciation 

Carrying 

value 

Land 

1 843  767 

- 

1 843  767 

1 843  767 

- 

1 843  767 

Buildings 

21  417  324 

(7  174  920) 

1 4 242  404 

20  809  092 

(6  119  449) 

14  689  643 

Plant  and  machinery  - Fire 
equipment 

1 1 800  429 

(2  411  786) 

9 388  643 

13  254  580 

(2  044  871) 

1 1 209  709 

Furniture  and  fixtures 

2 714  485 

(1  943  442) 

771  043 

2 202  095 

(1  436  566) 

765  529 

Motor  vehicles 

5 689  287 

(5  418  735) 

270  552 

5 846  110 

(4  259  315) 

1 586  795 

IT  equipment 

3 493  067 

(2  163  797) 

1 329  270 

2 452  064 

(1  615  427) 

836  637 

Capital  work  in  progress 

113  475  241 

- 

113  475  241 

83  172  317 

- 

83  172  317 

Wastewater  network 

192  815  202 

(144  036  308) 

48  778  894 

182  686  285 

(122  566  110) 

60  120  175 

Plant  and  Machinery  - Other 

2 016  992 

(56  833) 

1 960  159 

- 

- 

- 

Total 

355  265  794 

(163  205  821) 

192  059  973 

312  266310 

(138  041  738) 

174  224  572 

Reconciliation  of  property,  plant  and  equipment  - 2010 

Opening 

balance 

Additions 

Disposals 

Transfers 

Depreciation 

Total 

Land 

1 843  767 

- 

- 

- 

- 

1 843  767 

Buildings 

14  689  643 

608  231 

- 

- 

(1  055  470) 

14  242  404 

Plant  and  machinery  - Fire  equipment 

1 1 209  709 

14  599 

(1  349  318) 

- 

(486  347) 

9 388  643 

Furniture  and  fixtures 

765  529 

512  390 

- 

- 

(506  876) 

771  043 

Motor  vehicles 

1 586  795 

- 

(19  764) 

- 

(1  296  479) 

270  552 

IT  equipment 

836  637 

1 041  005 

- 

- 

(548  372) 

1 329  270 

Capital  work  in  progress 

83  172  317 

39  375  496 

- 

(9  072  572) 

- 

113  475  241 

Wastewater  network 

60  120  175 

1 069  418 

- 

9 072  572 

(21  483  271) 

48  778  894 

Plant  and  Machinery  - Other 

- 

2 016  992 

- 

- 

(56  833) 

1 960  159 

Total 

174  224  572 

44  638  131 

(1  369  082) 

- 

(25  433  648) 

192  059  973 

Figures  in  Rand 

2010 

2009 

Reconciliation  of  property,  plant  and  equipment  - 2009 

Opening 

balance 

Additions 

Disposals 

Depreciation 

Total 

Land 

1 843  767 

- 

- 

- 

1 843  767 

Buildings 

15  031  698 

672  822 

- 

(1  014  877) 

14  689  643 

Plant  and  machinery  - Fire  equipment 

1 1 734  200 

6 883 

- 

(531  374) 

1 1 209  709 

Furniture  and  fixtures 

1 226  890 

1 25  289 

(167  188) 

(419  462) 

765  529 

Motor  vehicles 

3 042  641 

- 

- 

(1  455  846) 

1 586  795 

IT  equipment 

539  257 

761  454 

(33  622) 

(430  452) 

836  637 

Capital  work  in  progress 

46  443  062 

36  729  255 

- 

- 

83  172  317 

Wastewater  network 

52  162  921 

28  716  143 

- 

(20  758  889) 

60  120  175 

1 32  024  436 

67  011  846 

(200  810) 

(24  610  900) 

174  224  572 

A register  containing  the  information  required  by  section  63  of  the  Municipal  Finance  Management  Act  is  avai 
registered  office  of  the  municipality. 

lable  for  inspection  at  the 

| Figures  in  Rand 

2010 

2009 

3.  TRADE  AND  OTHER  RECEIVABLES  FROM  EXCHANGE  TRANSACTIONS 


Deposits 

Agency  Agreements 
Accrued  Income 
Prepaid  expenses 
Sundry  Debtors 
Other  debtors  #3 


145  191 
4 877  684 
32  560  1 28 
1 005  362 
(686  691) 
3 351 

37  905  025 


124  169 

6 959  393 

685  1 89 

7 768  751 
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Figures  in  Rand 


4.  VAT  RECEIVABLE 

VAT 

5.  CONSUMER  DEBTORS 

Gross  balances 
Water 

Debtors  Discounting 

LESS:  PROVISION  FOR  DEBT  IMPAIRMENT 

Water 

NET  BALANCE 

Water 

WATER 

Current  (0  -30  days) 

31-60  days 
61-90  days 
91  - 120  days 
121  -365  days 
Provision 

Debtors  Discounting 


2010 


2009 


55  094  345 

27  413  870 

142  056  742 
(5  408  574) 

115  717  856 
(3  396  260) 

136  648  168 

112  321  596 

(95  880  141) 

(92  103  708) 

40  768  027 

20  217  887 

8 475  798 

30  397  741 

4 428  834 

1 046  787 

3 654  818 

2 977  396 

2 825  044 

2 176  392 

1 22  672  248 

79  119  540 

(95  880  141) 

(92  103  709) 

(5  408  574) 

(3  396  260) 

40  768  027 

20  217  887 

Figures  in  Rand 


Reconciliation  of  debt  impairment  provision 

Balance  at  beginning  of  the  year 
Contributions  to  provision 
Discounting  effect  of  provision 


2010 


(92  103  708) 
(6  850  800) 
3 074  367 


2009 


(92  103  708) 


(95  880  141) 


(92  103  708) 


The  Debtors  are  initially  recorded  at  the  Fair  value  being  the  invoice  value,  these  are  subsequently  amortised  at  an  effective  rate  determined  as  current 
average  interest  on  FNB's  call  accounts.  We  calculated  the  estimated  effect  of  discounting  resulting  in  an  amount  of  R5  408  574.  We  assumed  that 
debtors  will  be  paid  in  six  months  time.  The  interest  rate  used  in  discounting  was  6.3%  per  annum.  Debtors  and  revenue  has  been  disclosed  net  of 
discounting. 


Figures  in  Rand 


6.  CASH  AND  CASH  EQUIVALENTS 

Cash  and  cash  equivalents  consist  of: 
Bank  balances 
Call  accounts 

Petty  cash  and  cashier  collection 


7 LONG  TERM  LIABILITIES  HELD  AT  AMORTISED  COST 

Development  Bank  of  South  Africa 

At  amortised  cost  - Refer  to  Appendix  A The  external  loans  represent  interest 
bearing  liabilities  acquired  from  DBSA  for  various  projects.  The  loans  bear  interest 
at  10  percent  per  annum  and  repayments  are  made  after  six  months  i.e.  31 
October  and  31  March  for  the  duration  of  the  loans 

Non-current  liabilities 

At  amortised  cost 

Current  liabilities 

At  amortised  cost 


2010 

2009 

1 2 267  044 

23  1 70  433 

5 563 

69  465  614 

6 115  981 

3 754 

35  443  040 

75  585  349 

23  118  234 

25  594  064 

20  924  948 

20  469  807 

2 193  286 

5 1 24  257 

23  118  234 

25  594  064 

4) 


ANNUAL  FINANCIAL  STATEMENTS 


Figures  in  Rand 


2010 


2009 


8.  UNSPENT  CONDITIONAL  GRANTS  AND  RECEIPTS 

Unspent  conditional  grants  and  receipts  comprises  of: 

Corridor  Development  Grant 

5 450  000 

- 

Water  Purfication  Grant 

2 244  800 

2 244  800 

Techinical  Grant 

525  785 

525  785 

MIG 

(1  056  276) 

(1  243  145) 

Drought  Relief  WSA 

580  896 

2 681  136 

Public  Works 

431  382 

647  782 

DPSS  GIS  Grants 

2 679  627 

1 850  000 

KZN  Sports 

2 622  720 

2 300  594 

Other  Grants 

1 338  655 

26  904  235 

14  817  589 

35  911  187 

Non-current  liabilities 

3 163  892 

3 924  260 

Current  liabilities 

1 1 653  697 

31  986  927 

14  817  589 

35  911  187 

The  nature  and  extent  of  government  grants  recognised  in  the  annual  financial  statements  and  an 
from  which  the  municipality  has  directly  benefited;  and 

indication  of  other  forms  of  government  assistance 

9.  TRADE  AND  OTHER  PAYABLES  FROM  EXCHANGE  TRANSACTIONS 

Trade  payables 

28  936  492 

41  263  824 

Retention  creditors 

6 841  314 

8 984  251 

Other  accrued  expenses 

10  197  388 

7 106  055 

Sundry  Creditors 

179  905 

- 

10.  VAT  PAYABLE 

46  155  099 

57  354  1 30 

Tax  refunds  payables 

54  635  761 

22  151  307 

Figures  in  Rand 


11.  CONSUMER  DEPOSITS 

Water 


2010 


3 834  508 


2009 


3 453  478 


The  water  deposits  relates  to  amounts  paid  by  customers  and  are  refundable  as  and  when  the  customer  closes  their  water  account.  The  Municipality 
does  not  accrue  nor  pay  interest  on  these  deposits. 

12.  REVENUE 


Service  charges 

3 834  508 

44  690  333 

Government  grants  & subsidies 

320  052  962 

370  060  815 

358  389  801 

414  751  148 

The  amount  included  in  revenue 

arising  from  exchanges  of  goods  or  services  are  as  follows: 

Service  charges 

38  336  839 

44  690  333 

The  amount  included  in  revenue 

arising  from  non-exchange  transactions  is  as  follows: 

Government  grants  & subsidies 

320  052  962 

370  060  815 

13.  SERVICE  CHARGES 

Sale  of  water 

33  582  225 

39  288  165 

Sewerage  and  sanitation  charges 

4 754  614 

5 402  168 

38  336  839 

44  690  333 

The  municipality  averages  water  loss  to  be  approximately  29%. The  loss  is  calculated  by  comparing  quantity  of  water  sold  to  quantity  purchased. 
This  calculation  was  determined  by  a reputable  civil  engineering  company. 

14.  GOVERNMENT  GRANTS  AND  SUBSIDIES 

Equitable  share 

208  963  175 

1 88  294  729 

Public  Works 

2 741  263 

- 

MIG 

70  592  828 

102  317  830 

FMG 

1 002  227 

- 

Corridor  Development 

7 000  000 

17  000  000 

Stadium  Grant 

23  051  972 

55  839  952 

MSIG 

735  000 

735  000 

4) 
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Figures  in  Rand 


14.  GOVERNMENT  GRANTS  AND  SUBSIDIES  (CONTINUED) 

SETA  Grant 
Shared  Services  Grant 
2010  Disaster  Grant 
DIMs  Grant 

Disaster  Management  Grant 
Drought  Relief 
Sports  and  Recreation 
GIS  Shared  Services 
Government  grant  - other 
Other  grants 

15.  OTHER  INCOME 

Project  Income 
Sundry  income 
Other  Revenue 


16.  GENERAL  EXPENSES 

Advertising 

Assessment  rates  & municipal  charges 

Auditors  remuneration 

Bank  charges 

Computer  expenses 

Consulting  and  professional  fees 

Consumables 

Entertainment 

Fines  and  penalties 

Hire 

Insurance 


2010 


2009 


758  981 

346  980 

447  368 

289  496 

210  504 

- 

119  658 

52  284 

208  267 

1 579  1 82 

714  864 

- 

646  629 

1 224  373 

- 

1 715  201 

925  243 

- 

2 600  771 

320  052  962 

370  060  815 

79  064 

54  158 

41  861  104 

2 800  238 

644 

835  055 

41  940  812 

3 689  451 

487  599 

257  269 

437  240 

445  943 

1 000  111 

1 210  263 

161  793 

79  957 

456  712 

1 29  543 

4 576  166 

3 263  239 

291  461 

385  797 

630  536 

169  121 

406  217 

- 

882  748 

502  085 

1 584  016 

614  546 

Figures  in  Rand 


Conferences  and  seminars 
Lease  rentals  on  operating  lease 
Levies 

Magazines,  books  and  periodicals 

Motor  vehicle  expenses 

Postage  and  courier 

Printing  and  stationery 

Communication 

Protective  clothing 

Project  maintenance  costs 

Research  and  development  costs 

Royalties  and  license  fees 

Security  (Guarding  of  municipal  property) 

Subscriptions  and  membership  fees 

Telephone  and  fax 

Training 

Travel  - local 

Electricity 

Social  services 

Assets  under  R5  000 

Grant  Expenditure 


17  EMPLOYEE  RELATED  COSTS 

Basic 

Medical  aid  - company  contributions 

UIF 

SDL 

Salgbc  levies 

Leave  pay  provision  charge 


2010 


442  725 
412  957 
418018 
28  667 
5 989  401 
491  740 
959  603 
633  940 
786  551 
710  641 
10  461 
864  1 26 
2 268  957 
1 324  775 
5 046  453 
1 580  486 
193  729 
1 358  140 
10  128  321 
631  255 
7 579  723 
52  775  268 


2009 


342  286 

326  919 
357  958 

2 905 
3 992  702 
137  214 
902  760 
503  1 38 

327  609 
541  281 

666  926 
1 196  508 
881  767 
3 629  249 
201  672 
268  528 

1 009  064 

2 634  547 

10  250  942 
35  231  738 


60  573  904 
3 079  204 
497  410 
776  568 
18  620 
3 206  812 


53  447  1 26 
2 487  231 
484  732 
788  393 
17  888 
1 994  381 


4) 
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Figures  in  Rand 

2010 

2009 

Life  group  Insurance 

767  330 

1 095  786 

Fire  shift  and  services  allowance 

1 357  998 

1 337  787 

Post-employment  benefits  - Pension  - Defined  contribution  plan 

9 589  197 

9 297  539 

Travel,  motor  car,  accommodation,  subsistence  and  other  allowances 

7 810  154 

7 962  010 

Overtime  payments 

2 197218 

2 735  600 

Long-service  awards 

572  874 

422  291 

Acting  allowances 

1 497  150 

1 845  034 

Housing  benefits  and  allowances 

532  882 

645  908 

Holiday  Bonus 

4 874  822 

4 247  260 

Stand  by  allowance 

825  978 

714  028 

Telephone 

1 30  262 

176  458 

Clothing  Allowance 

77  945 

81  871 

98  386  328 

89  781  323 

Remuneration  of  municipal  manager 

Annual  remuneration 

918  222 

850  000 

Remuneration  of  chief  finance  officer 

Remuneration  of  chief  finance  officer 

773  512 

491  462 

Acting  allowance 

42  847 

45  353 

816  359 

536  815 

POST  EMPLOYMENT  BENEFITS 

The  Municipality's  staff  are  members  of  the  following  Benefit  Schemes 

Natal  Joint  Municipal  Pension  Fund  (Retirement  Registration  Number  12/8/6676/2  - a State  and  Multi  Employer  Defined  Benefit  Plan  Natal  Joint 
Municipal  Pension  Fund  (a  State  and  Multi  Employer  Defined  Benefit  Plan)  Kwazulu  Natal  Provident  Fund  (a  State  and  Multi  Employer  Defined 
Contribution  Plan) 

Along  with  other  Municipalities  in  the  province  of  Kwazulu  Natal,  Umgungundlovu  participates  in  a multi  employer  defined  plan.  Because  the  plan 
exposes  the  participating  entities  to  acturial  risks  associated  with  the  current  and  former  employees  of  other  municipalities  participating  in  the  plan  there 
is  no  consistant  and  reliable  basis  for  allocating  the  obligation,  plan  assets  and  cost  to  individual  municipalities  participating  in  the  plan. 


Umgungundlovu  therefore  accounts  for  the  plan  as  if  it  were  defined  contribution  plan.  A funding  valuation  which  is  not  drawn  up  on  the  basis 
of  assumptions  compatible  with  GRAP  Exposure  Draft  # 49  - Employee  benefite  as  at  31  March  2010  reflected  an  overall  plan  deficit  of  R17.8 
million.  The  shortfall  will  be  funded  through  a surcharge  of  17%  of  salaries,  this  surcharge  is  spread  across  supernaution  members.  The  fund  could 
not  produce  Audited  Financial  Statements  on  time  hence  we  are  unable  to  report  on  the  performance  of  2010. 

Figures  in  Rand 

2010 

2009 

18.  REMUNERATION  OF  COUNCILLORS 

Mayor 

593  374 

538  575 

Deputy  Mayor 

464  690 

430  860 

WHIP 

449  305 

403  931 

Speaker 

496  503 

383  191 

All  other  councillor's  remuneration  benefits 

6 019  461 

5 520  289 

8 023  333 

7 276  846 

19.  DEBT  IMPAIRMENT 

Contributions  to  debt  impairment  provision 

6 491  642 

15  151  801 

20.  INVESTMENT  REVENUE 

Bank 

7 176  666 

6 934  032 

21.  DEPRECIATION  AND  AMORTISATION 

Property,  plant  and  equipment 

25  420  575 

24  610  901 

22.  FINANCE  COSTS 

Non-current  borrowings  - DBSA 

2 648  427 

2 718  291 

Interest  paid  - sundry 

3 021  839 

305  021 

5 670  266 

3 023  312 

23.  auditorsDremuneration 

Fees 

1 000  1 1 1 

1 210  263 

24.  CONTRACTED  SERVICES 

Operating  Leases 

38  474  163 

28  960  878 

Project  Related  Contractors 

66  446  316 

114  699  932 

104  920  479 

143  660  810 
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I Figures  in  Rand 

2010 

2009 

25.  CASH  GENERATED  FROM  OPERATIONS 

Surplus 

57  968  172 

70  328  406 

Adjustments  for: 

Depreciation  and  amortisation 

25  420  575 

24  610  901 

Gain  on  sale  of  assets  and  liabilities 

837  701 

201  526 

Debt  impairment 

6 491  642 

15  151  801 

Prior  year  error 

- 

2 1 29  874 

Other  non-cash  items 

13  065 

- 

Changes  in  working  capital: 

Trade  and  other  receivables  from  exchange  transactions 

(30  1 36  274) 

(6  659  295) 

Consumer  debtors 

(27  047  030) 

(21  586  839) 

Trade  and  other  payables  from  exchange  transactions 

(11  199  022) 

25  935  061 

VAT 

4 803  979 

9 900  336 

Taxes  and  transfers  payable  (non  exchange) 

- 

(7  890  913) 

Unspent  conditional  grants  and  receipts 

(21  093  598) 

(30  814  427) 

Consumer  deposits 

381  030 

1 044  501 

6 440  240 

82  350  932 

26.  RETIREMENT  BENEFITS 

Defined  contribution  plan 

It  is  the  policy  of  the  municipality  to  provide  retirement  benefits  to  all  its 

employees.  A number  of  defined  contribution  provident  funds,  all  of  which  are 

subject  to  the  Pensions  Fund  Act  exist  for  this  purpose. 

The  municipality  is  under  no  obligation  to  cover  any  unfunded  benefits. 

27  BULK  PURCHASES 

Water 

41  244  306 

29  150  728 

28.  COMMITMENTS 

Already  contracted  for  but  not  provided  for 

Infustructure 

76  800  539 

180  505  718 

Figures  in  Rand 


29.  RELATED  PARTIES 

uMshwathi  Local  Municipality  ( KZ  221  ) 

Agency  Agreement  in  relation  to  water  and  sanitation 
uMngeni  Local  Municipality  ( KZ  222  ) 

Agency  Agreement  in  relation  to  water,  sanitation  and  Environmental  Health 
Mpofana  Local  Muncipality  ( KZ  223  ) 

Agency  Agreement  in  relation  to  water  and  sanitation 
Msunduzi  Local  Municipality  ( KZ  225  ) 

Agency  Agreement  in  relation  to  fire  services 
Mkhambathini  Local  Muncipality  ( KZ  226  ) 

Agency  Agreement  in  relation  to  water  and  sanitation 
Richmond  Local  Municipality  ( KZ  227  ) 

Agency  Agreement  in  relation  to  water  and  sanitation 


30.  FRUITLESS  AND  WASTEFUL  EXPENDITURE 

Fruitless  and  wasteful  expenditure  is  in  respect  of  penalties  and  interest  due  to  late 
submission  of  earnings  returns  to  SARS 


2010 

2009 

83  807 

(196  543) 

4 321  723 

5 244  191 

962  165 

1 399  072 

24  704  587 

(2  248  040) 

150  422 

150  422 

(560  307) 

165  708 

29  662  397 

4514810 

406  207 
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31.  STATEMENT  OF  COMPARATIVE  AND  ACTUAL  INFORMATION  2010 


Financial  Performance 

Original 

budget 

Budget 
adjustments 
(i.t.o.  s28  and 
s3 1 of  the 
MFMA) 

Virement 

(i.t.o.council 

approved) 

Final  budget 

Actual  Unauthorised 

outcome  expenditure 

Variance 

Actual 
outcome 
as  % 
of  final 
budget 

Actual 
outcome 
as  % 
of 

original 

budget 

Service  charges 

59  094  911 

59  094  911 

59  094  911 

38  336  839 

20  758  072 

65% 

65% 

Investment  revenue 

3 000  000 

3 000  000 

3 000  000 

7 176  666 

(4  1 76  666) 

239% 

239% 

Transfers  recognised  - operational 

359  576  516 

359  576  516 

359  576  516 

320  052  962 

39  523  554 

89% 

89% 

Other  own  revenue 

660  000 

660  000 

660  000 

42  293  813 

(41  633  813) 

6 408  % 

6 408  % 

Total  revenue 

(excluding  capital  transfers 
and  contributions) 

422  331  427 

422  331  427 

422  331  427 

407  860  280 

14  471  147 

97% 

97% 

Employee  costs 

(104  193  583) 

(104201  583) 

- 

(104201  583) 

(98  386  328) 

(5  815  255) 

94% 

94% 

Remuneration  of  councillors 

(110  000) 

(50  000) 

- 

- 

(8  023  333) 

7 973  333 

16  047% 

7 294  % 

Debt  impairment 

(23  000  000) 

(23  000  000) 

- 

(23  000  000) 

(6  491642) 

(16  508  358) 

28% 

28% 

Depreciation  and  asset  impairment 

(20  000  000) 

(20  000  000) 

- 

(20  000  000) 

(25  420  575) 

5 420  575 

127% 

127% 

Finance  charges 

(3  261  223) 

(3  336  223) 

- 

- 

(5  670  266) 

2 334  043 

170% 

174% 

Materials  and  bulk  purchases 

(35  663  772) 

(35  663  772) 

- 

- 

(41  244  306) 

5 580  534 

116% 

116% 

Other  expenditure 

(94  894  234) 

(95  003  232) 

- 

- 

(164  655  658) 

69  652  426 

173% 

174% 

Total  expenditure 

(281  122  812) 

(281  254  810) 

- 

(281  254  810) 

(349  892  108) 

68  637  298 

124% 

124% 

Surplus/(Deficit) 

141  208  615 

141  076  617 

141  076  617 

57  968  172 

83  108  445 

41  % 

41  % 

Original 

budget 

Budget 
adjustments 
(i.t.o.  s28  and 
s3 1 of  the 
MFMA) 

Virement 

(i.t.o.council 

approved) 

Final  budget 

Actual  Unauthorised 

outcome  expenditure 

Variance 

Actual 
outcome 
as  % 
of  final 
budget 

Actual 
outcome 
as  % 
of 

original 

budget 

Transfers  recognised  - capital 

1 000  000 

1 000  000 

1 000  000 

- 

1 000  000 

-% 

-% 

Surplus  (Deficit)  after  capital 
transfers  and  contributions 

142  208  615 

142  076  617 

142  076  617 

57  968  172 

84  108  445 

41  % 

41  % 

Surplus/(Deficit)  for  the  year 

142  208  615 

142  076  617 

142  076  617 

57  968  172 

84  108  445 

41  % 

41  % 

CASH  FLOWS 

Net  cash  from  (used)  operating 

29  909  270 

29  909  270 

29  909  270 

6 440  240 

23  469  030 

22% 

22% 

Net  cash  from  (used)  investing 

(140  890  514) 

(140  890  514) 

(140  890  514) 

(44  106  750) 

(96  783  764) 

31  % 

31  % 

Net  cash  from  (used)  financing 

11 3 785  877 

113  785  877 

113  785  877 

(2  475  830) 

116  261  707 

(2)% 

(2)% 

Cash/cash  equivalents  at  the 
year  end 

2 804  633 

2 804  633 

2 804  633 

(40  142  340) 

42  946  973 

(1  431)% 

(1  431)% 

(L) 
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Appendix  A - Schedule  of  External  Loans  as  at  3 O June  2-OHO 


Loan 

Number 

Redeemable 

Balance  at 
30  June 
2009 

Received 
during  the 
period 

Redeemed 
written  off 
during  the 
period 

Balance  at 

30  June 
2010 

10.00% 

Development  Bank  of  South  Africa 

9370 

2014/09/30 

1 912  353 

- 

275  323 

1 637  030 

10.00% 

Development  Bank  of  South  Africa 

10181 

2015/03/31 

158  210 

- 

20  327 

1 37  883 

10.00% 

Development  Bank  of  South  Africa 

10155 

2015/03/31 

2 889  409 

- 

371  246 

2 518 163 

10.00% 

Development  Bank  of  South  Africa 

10157 

2015/03/31 

1 043  1 88 

- 

1 34  034 

909  154 

10.00% 

Development  Bank  of  South  Africa 

10434 

2016/03/31 

3 447  307 

- 

359  649 

3 087  658 

10.00% 

Development  Bank  of  South  Africa 

10394 

2016/03/31 

60  599 

- 

6 323 

54  276 

10.00% 

Development  Bank  of  South  Africa 

10180 

2016/03/31 

3 447  307 

- 

359  649 

3 087  658 

10.00% 

Development  Bank  of  South  Africa 

10392 

2015/09/30 

348  214 

- 

40  200 

308  014 

10.00% 

Development  Bank  of  South  Africa 

10158 

2016/03/31 

4 243  383 

- 

402  043 

3 841  340 

10.00% 

Development  Bank  of  South  Africa 

10395 

2017/03/31 

1 320  702 

- 

114  121 

1 206  581 

1 1 .00% 

Development  Bank  of  South  Africa 

13851 

2018/09/30 

5 983  406 

- 

362  615 

5 620  791 

14.50% 

Development  Bank  of  South  Africa 

12358 

2015/12/31 

1 33  379 

- 

13  531 

119  848 

14.50% 

Development  Bank  of  South  Africa 

12359 

2015/06/30 

115  331 

- 

13  190 

102  141 

14.85% 

Development  Bank  of  South  Africa 

12360 

2017/12/31 

39  643 

- 

2 575 

37  068 

15.60% 

Development  Bank  of  South  Africa 

12361 

2012/12/31 

108  808 

- 

25  526 

83  282 

16.32% 

Development  Bank  of  South  Africa 

12363 

2011/12/31 

224  438 

- 

79  443 

144  995 

8.00% 

Development  Bank  of  South  Africa 

12698 

2014/06/30 

47  230 

- 

12  332 

34  898 

8.50% 

Development  Bank  of  South  Africa 

12699 

2014/12/31 

40  968 

- 

9 607 

31  361 

10.00% 

Development  Bank  of  South  Africa 

15346 

2015/06/30 

30  190 

- 

6 556 

23  634 

1 1 .25% 

Development  Bank  of  South  Africa 

11457 

2010/06/30 

- 

1 32  460 

- 

1 32  460 

Total  external  loans 

25  594  065 

1 32  460 

2 608  290 

23  1 1 8 235 

0 


Appendix  E(l) 

Actual  versus  Budget(Revenue  and  Expenditure)  for  the  year  ended  30  June  2010 


Current  year  2010 

Act.  Bal.  Rand 

Current  year  2010 
Adjusted  budget  Rand 

Revenue 

Service  charges 

38  336  839 

59  094  911 

Government  grants  & Subsidies 

320  052  963 

360  576  516 

Rental  income 

353  001 

450  000 

Other  income 

41  940  813 

210  000 

Interest  received  - investment 

7 1 76  667 

3 000  000 

Expenses 

407  860  283 

423  331  427 

Personnel 

(98  386  335) 

(104201  583) 

Remuneration  of  councillors 

(8  023  333) 

(50  000) 

Administration 

(2  539  996) 

(3  000  000) 

Depreciation 

(25  420  575) 

(20  000  000) 

Finance  costs 

(5  670  267) 

(3  336  223) 

Debt  impairment 

(6  491  642) 

(23  000  000) 

Repairs  and  maintenance 

(3  582  212) 

(500  000) 

General 

Bulk  purchases 

(41  244  307) 

(35  663  772) 

Contracted  Services 

(104  920  480) 

(19  113  600) 

General  Expenses 

(52  775  269) 

(72  389  632) 

Other  revenue  and  costs 

(349  054  416) 

(281  254  810) 

Gain  or  loss  on  disposal  of  assets  and  liabilities 

(837  701) 

_ 

Net  surplus/  (deficit)  for  the  year 

57  968  166 

142  076  617 
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Appendix  E(X) 

Budget  Analysis  of  Capital  Expenditure  as  at  30  June  2010 


Additions 

Rand 

Revised 
Budget  Rand 

Variance  Rand 

Variance  % 

Explanation  of  significant 
variances  from  budget 

MUNICIPALITY 

Executive  & Counci  I/Mayor  and  Council 

Finance  & Admin/Finance 

2 176  225 

2 670  000 

493  775 

18 

Compuetrs  that  wee  initially  earmarked  to  be 

Planning  and  Development/Economic 

replaced  had  they  memoory  upgraded  hence 
the  usefull  life  was  extended. 

Development/Plan 

- 

- 

- 

- 

Health/Clinics 

- 

- 

- 

- 

Comm.  & Social/Libraries  and  archives 

- 

- 

- 

- 

Housing 

- 

- 

- 

- 

Public  Safety/Police 

- 

- 

- 

- 

Sport  and  Recreation 

- 

- 

- 

- 

Environmental  Protection/Pollution 

- 

- 

- 

- 

Control 

- 

- 

- 

- 

Waste  Water 

1 069  418 

6 000  000 

4 930  582 

82 

The  cost  is  only  for  the  professional  fees  .The 

Management/Sewerage 

site  for  the  construction  of  treatment  works 
has  not  been  procured  yet. 

Road  Transport/Roads 

- 

- 

- 

- 

Water/Water  Distribution 

41  392  488 

50  155  168 

8 762  680 

17 

Renovation  cost  were  expensed  as  it  proved  not  to 

Electricity  /Electricity  Distribution 

_ 

_ 

_ 

_ 

enhance  the  life  of  the  asset. 

Other/ Air  Transport 

- 

- 

- 

- 

44  638  131 

58  825  168 

14  187  037 

24 

Municipal  Owned  Entities 
Other  charges 


Appendix  F 

Disclosures  of  Grants  and  Subsidies  in  terms  of  Section  123  MFMA,  56  of  2003 


Name 

Name  of 

Quarterly  Receipts 

Quarterly  Expenditure 

Grants  and  Subsidies 

Did  your 

of 

organ  of 

delayed  / withheld 

municipality 

Grants 

state  or 

comply  with  the  ; 

municipal 

grant  conditions  ; 

entity 

in  terms  of  grant  ; 
framework  in  the  ; 

latest  Division  of  ; 

Revenue  Act 

Sep 

Dec 

Mar 

Jun 

Mar 

Sep 

Dec 

Mar 

Jun  Mar 

Mar  Jun  Sep  Dec  Mar 

YES/NO 

MIG 

COGTA 

: 29  486  697 

- 

- 

41  293  000 

- 

28  975  837 

13  284  127 

15  269  552 

13  063  312 

YES 

FMG 

COGTA 

750  000  - 

310  577 

224  910 

105  918 

108  594 

YES 

MSIG 

COGTA 

735  000 

- 

- 

- 

- 

- 

475  130 

- 

259  870 

YES 

CORRIDOR 

Prov  COGTA 

1 2 200  00 

250  000 

4 000  000 

- 

3 000  000 

YES 

DPSS 

Prov  COGTA 

2 054  000 

89  250 

YES 

Total 

30  971  697 

1 2 200  00 

2 304  000 

41  293  000 

29  286  414 

17  984  1 67 

15  375  470 

16  521  026 

ANNUAL  FINANCIAL  STATEMENTS 


Appendix.  F 

Cash  and  Cash  Equivalents 


Figures  in  Rand 


Bank  balances 

FNB  Call  Account  - 6221 5748289 
FNB  CBWP  Account  - 6201 2438603 
FNB  Salaries  Account  - 50940092196 
FNB  Main  Account  - 50940026773 
Petty  Cash 

FNB  Call  Account  - 61094008971 

FNB  FNB  WSA  Projects  - 62023616462 

FNB  Stadium  Grant  Account  - 6217027431 1 

FNB  ID  Campaign  - 62056927357 

FNB  Stadium  Account  - 62025307506 

FNB  Local  Economic  Development  Account  - 6210701 3790 

Short  term  deposits 
FNB  Investment 

Other  cash  and  cash  equivalents 

FNB  (62243484417) 

STD  (358610095002) 
lnvestec(50003728655) 


Current  year  2010 
Rand 


Prior  Year  #1  2009 
Rand 


10  437  812 

1 646  809 

470  279 

647  782 

28  493 

3 147  341 

10  950  189 

65  976  573 

3 079 

3 154 

40  334 

38  056 

1 012  342 

71  390 

19  525 

225  729 

8 no 

8511 

20  379 

20  408 

49  861 

48  996 

23  040  403 

71  834  749 

3 750  000 

3 750  000 

3 750  000 

3 750  000 

1 150  155 

- 

5 000  000 

- 

2 500  000 

- 

8 650  155 

- 

35  440  558 

75  584  749 

References 


1 . uMgungundlovu  District  Municipality  Integrated  Development  Plan 

2.  Integrated  Development  Plan  Guide  Pack 

3.  Policy  Framework  for  Managing  Performance  in  the  uMgungundlovu  District  Municipality 

4.  uMgungundlovu  District  Municipality  Performance  Management  System 

5.  Annual  Reports  of  numerous  municipalities 

6.  Relevant  legislation  and  policy  directives 

7.  Municipal  Finance  Management  Act  (Act  No.  56  of  2003)  Circular  No.  32 

8.  Municipal  Finance  Management  Act  (Act  No.  56  of  2003)  Circular  No.  1 1 


REFERENCES 


Notes 


Notes 


NOTES 


Notes 


Office  of  the  Municipal  Manager 


Postal  address: 

P O Box  3235 
Pietermaritzburg 

3200 

Head  Office  physical  address: 

242  Langalibalele  Street 
Pietermaritzburg 

3201 

Tel  033  897  6700 

Technical  Services,  Water  Services,  Disaster  Management,  Fire  and  Emergency  Services  and  IT  physical  address: 

176  Langalibalele  Street 

Pietermaritzburg 

3201 

Tel  033  897  6700 


For  further  copies  or  information  on  the  contents  of  this  Report  please  contact: 

Mr.  James  Coghlan 

Manager:  Performance  Management 


Tel: 

033  897  6700 

Fax: 

033  342  5502 

E-mail: 

info@umdm.gov.za 

With  Compliments 

Website: 

www.umdm.gov.za 

TLS  Khuzwayo 

Municipal  Manager 
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